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EXECUTIVE SUMMARY

A. STUDY OBJECTIVES AND METHODS

This study was designed to respond to the congressional
request contained in the Omnibus Budget Reconciliation Act of 1987
(P.L. 100-203) to provide information on peer review organization
(PRO) reviews of swing-bed care and to recommend ways to encourage
participation of eligible hospitals in the swing-bed program. This
report was due to Congress on February 1, 1989.

Two sources of information were emphasized in the study:
(a) available Health Care Financing Administration (HCFA) secondary
data; and (b) unstructured telephone interviews conducted by the
staff at the Center for Health Services Research of the University
of Colorado with review organizations and providers involved in the
denial process. The Center for Health Services Research also
carried out the data collection and analysis contained in the
Report to Congress submitted in February 1988: "Evaluation of the
Rural Hospital Swing-Bed Program."

B. MAJOR FINDINGS

The major findings from this study are presented below.
Additional details on the findings, as well as supplementary
findings, are presented in Chapter II.

1. Nationally, PRO denial rates for swing-bed care are slightly
less than 5 percent and range from to 6 percent in the 10
HCFA regions.

2. The information obtained as part of this study suggests ' that
denials of swing-bed care are not currently a major impediment
to swing-bed program participation by hospitals.

3. Although denials do not appear to be a major impediment to
hospitals enrolling in the swing-bed program, they may have
been a factor in the decision of at least some hospitals to
withdraw from the program, and they may have constrained the
use of the program by hospitals once they were participating.

4. The understanding of review organization procedures and
criteria on the part of swing-bed hospitals has improved.
This increased awareness, along with the new skilled nursing
facility (SNF) guidelines issued by HCFA in April 1988,
appears to have reduced the problems with swing-bed denials
experienced prior to 1988.
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C. RECOMMENDATIONS

At this time, no further legislative action is recommended
regarding swing-bed services or the criteria for hospitals to be
eligible to elect the swing-bed option. This recommendation is
based on three recent significant developments. The impact of
these should be observed and evaluated before further actions are
taken. These developments are:

1. The Omnibus Budget Reconciliation Act of 1987
(P.L. 100-203) expanded the swing bed program by extending
the swing-bed option to rural hospitals with fewer than
100 beds, up from the previous limit of 49 beds.

2. The new guidelines issued by HCFA in April 1988 clarified
the SNF level of care criteria and reduced the problems
with swing-bed denials experienced prior to their
issuance.

3. The Medicare Catastrophic Coverage Act of 1988
(P.L. 100-360) dropped the spell of illness concept and
expanded Medicare coverage of SNF services to 150 days in
a calendar year. The 3-day prior hospitalization
requirement was also dropped, and the beneficiary
coinsurance applies only to the first 8 days of SNF care.

These developments increase the availability of the swing-bed
option and, potentially, make it more attractive to eligible
hospitals. The new guidelines clarified the coverage criteria for
SNF services and have made coverage determinations more consistent;
thereby reducing the barriers to their appropriate use in swing-bed
hospitals.

In the fulfillment of its administrative responsibilities for
the Medicare program, HCFA will give special attention to
monitoring and evaluating the following aspects of the swing-bed
program:

1. The rate of enrollment of eligible hospitals to provide
swing-bed services.

2. The denial rates of swing-bed care by the PROs and FIs.
Pursuant to this, HCFA has already held meetings to
develop greater data exchange between the PROs and FIs;
especially, for swing-bed services.

Through the regional offices, HCFA will continue to provide
guidance and clarification to hospitals exploring the swing-bed
option.
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CHAPTER I

STUDY PURPOSE, METHODS, AND BACKGROUND

A. PURPOSE

This study was designed to respond to the following
congressional request on peer review organization (PRO) reviews of
swing-bed care contained in the Omnibus Budget Reconciliation Act
(P.L. 100-203) that became law on December 22, 1987:

"The Secretary of Health and Human Services shall report to
Congress, not later than February 1, 1989 concerning:

(A) the proportion of admissions to hospitals for extended
care services under section 1883 of the Social Security
Act which are denied or approved by a peer review
organization under section 1154(a)(1) of such Act, and

(B) on recommendations for methods of encouraging hospitals
that:

(i) have a low occupancy rate,
(ii) are eligible to enter (but have not entered) into

an agreement under section 1883 of such Act, and
(iii) are located in areas with a need for additional

providers of extended care services,
to enter into such agreements .

"

B. METHODS

The study documented here is a relatively small component of a
larger project funded by the Health Care Financing Administration
(HCFA) and carried out by the Center for Health Services Research
of the University of Colorado to evaluate the national swing-bed
program. The results of the overall evaluation are presented in
three separate reports [Shaughnessy , Schlenker, et al. (1987) ;

Shaughnessy, Schlenker, Hittle, et al. (1987) ; and Shaughnessy,
Schlenker, et al. (1988)].

The study component addressed here was designed to respond to
the above congressional request. In doing so, it was considered
important to provide a contextual perspective on PRO denials of
swing-bed care by also studying fiscal intermediary (FX) denials
and to cover home health agency (HHA) and other skilled nursing
facility (SNF) denials for comparative purposes. By including FI
review of HHA and SNF claims, the intent was to ascertain generally
whether trends in denials of swing-bed care were paralleled by
analogous trends in denials of Medicare home health and SNF care.
Thus, the intent was to assess whether problems in denials of
swing-bed care were simply part of an overall change that was
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taking place in the review and denial process for Medicare-covered
long-term care or whether such perceived problems might be unique
to swing-bed care.

Two sources of information were emphasized in the study: (a)

available secondary data; and (b) unstructured telephone
interviews with review organizations and providers involved in the
denial process.

1. Secondary Data Acquisition and Analysis

This task involved obtaining and examining data from HCFA
sources. The primary source consisted of cumulative 1986-1988 data
available on PRO reviews and denials from HCFA's "transfer to
swing-bed" sample. These data were somewhat difficult to
interpret since the manner in which PROs reported denials to HCFA
changed in late 1987. Until late 1987, PROs reported swing-bed
denial rates for patients transferred to swing-bed care,
regardless of whether the transfer was from the acute care portion
of the swing-bed hospital itself or whether the admission was from
another hospital. In late 1987, the denial reporting changed to
include (in the transfer sample) only patients admitted from acute
care in the swing-bed hospital itself. Further, some PROs appear
to have reported only denials of swing-bed care for swing-bed
patients, while other PROs reported both denials of swing-bed care
and denials for the acute portion of the hospital stay for
swing-bed patients. While these reporting difficulties have been
or are being resolved by HCFA at the present time, they rendered
difficult the process of providing realistic estimates of denial
rates. We feel the rates provided in the next chapter, however,
are reasonably accurate and take into consideration such
difficulties and complexities.

Denial data were also examined for SNF and HHA bills between
1986 and 1988. For purposes of this analysis, however, these data
were unfortunately limited in value. The SNF and HHA denial data
appear to include many partial denials (e.g. , the denial of one
SNF day out of a stay of 20 days) , which resulted in deceptively
high denial rates compared with the PRO swing-bed denial rates
which were singled out in the "transfer to swing-bed" sample
discussed above. (Although PRO denials can also be partial, the
differences in review objectives, discussed in Chapter II, appear
to result in a higher portion of partial denials by FIs.)
Further, the FI swing-bed denials contained in this data source
were included with the SNF denials, without separate
identification. Despite these constraints, however, the secondary
data provided an overall perspective on FI denials.

2. Interviews of Review Organizations and Providers

Additional information was obtained through unstructured
telephone interviews of staff at review organizations and at
providers. A highly structured approach was not possible owing to
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the congressionally-imposed short time frame for this project, and
the length of time needed to conduct structured surveys. The phone
interviews often involved several calls and tended to be relatively
unstructured but far-reaching conversations covering a number of
issues and topics. The final composition of the interview sample
was as follows:

a. 30 PROS,
b. 32 FIs,
c. 16 hospital associations.
d. 43 hospitals now participating in the swing-bed program,
e. 21 hospitals that have dropped out of the swing-bed

program,
f

.

18 SNFs , including five hospital-based and 13 freestanding
facilities

,

g- 21 HHAs, including 17 hospital-based and four
freestanding facilities.

The review organizations and providers were selected to include all
areas of the country, with emphasis on those areas with high
swing-bed participation. Organizations participating in the
interviews are listed in Appendix A.

The interview discussions covered: (a) specifics of the
review processes of PROs and FIs as those processes pertained to
swing-bed, SNF and HHA care; (b) major types of denials; (c)

perceived trends in denial rates over time; (d) impacts of denials
on hospital participation in the swing-bed program; and (e)

suggestions for improving the review process.

3. The Overall Swing-Bed Program Evaluation

In addition to information from the above two sources, the
final analyses drew upon the extensive collection of data carried
out for the Report to Congress on the "Evaluation of the Rural
Hospital Swing-Bed Programs" (February 1988) and the examination of
the impact of the hospital prospective payment system (PPS) on the
swing-bed program. The findings of the latter study will be
included in the 1987 Annual Report to Congress: The Impact of the
Medicare Hospital Prospective Payment System.

C. HISTORICAL PERSPECTIVE

In response to the need for SNF beds in rural areas and to
make better use of underoccupied rural hospitals, HCFA funded the
Utah Cost Improvement Project (UCIP) in January 1973. This project
was funded as a demonstration to assess the viability of providing
long-term care in acute care hospital beds, termed "swing beds,"
without requiring that the participating rural hospitals meet all
regulations normally required of nursing homes. In 1976 and 1977,
three additional swing-bed demonstration projects were funded by
HCFA in Texas, South Dakota, and Iowa. These three projects, known
as the Reducing Acute Care Costs demonstrations, as well as
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the UCIP, were in place until about 1980. This four-State
swing-bed demonstration program was accompanied by a research and
evaluation program to assess the viability of the approach and to
recommend whether it should be implemented nationally.

The HCFA-funded research and evaluation program accompanying
the four demonstrations found the swing-bed approach to be
cost-effective and recommended a national program be implemented.
Congress passed enabling legislation for a national swing-bed
program in small (fewer than 50 beds) rural hospitals in the
Omnibus Reconciliation Act in December of 1980 (P.L. 96-499). The
initial regulations for the national swing-bed program were
published in July 1982.

In September 1982 the Tax Equity and Fiscal Responsibility Act
(TEFRA) became law (P.L. 97-248), bringing about several changes
in hospital reimbursement and establishing PROs. The roles PROs
would play in reviewing acute and long-term care gradually unfolded
over the next several years. (This role is discussed further in
Chapter II.) Under TEFRA, small hospitals were exempted from the
routine cost limits, although they were required to comply with a
new rate-of-increase cap resulting in a total cost per discharge
limit for the facility. The potential effect of the swing-bed
approach relative to the per discharge rate-of-increase cap under
TEFRA was not clear, since this limit pertained to total cost per
discharge. TEFRA also eliminated the previously separate
reimbursement limits for hospital-based and freestanding SNF care.
This, in effect, reduced reimbursement for a large number of
hospital-based SNFs. In general, the large scale changes in
hospital reimbursement under TEFRA were motivated by clear-cut
concerns about hospital costs and precipitated a conservative
posture on the part of small rural hospitals. This posture was not
conducive to expansion into new areas of service provision such as
swing-bed care.

After passage of the swing-bed provision in the Omnibus
Reconciliation Act of 1980, the Robert Wood Johnson Foundation
(RWJF) initiated its Rural Hospital Program of Extended Care
Services in 1982. This program was designed to foster the growth
of swing-bed care in selected rural areas by funding five hospital
associations and 26 hospitals to develop "model" approaches to
swing-bed care in Kansas, Mississippi, Missouri, New Mexico, and
North Dakota. This model program continued through late 1987 and
was instrumental in disseminating information to hospitals
interested in the swing-bed program throughout the country.

Closely following TEFRA, PPS under Medicare was embodied in
the Social Security Amendments of 1983 (P.L. 98-21) . This
legislation revolutionized hospital reimbursement. Also, it
encourages eligible hospitals to participate in the swing-bed
program. Because of the inherent incentive under PPS to reduce
acute inpatient lengths of stay, swing-bed hospitals could use
their "in place" resources to provide services to patients with
more intense nursing care requirements in the post-acute phase of
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the recovery process. The earlier evaluation report documented the
particular capability of swing-bed hospitals to treat patients
requiring more intense post-acute nursing care.

In view of the potential dampening effect of TEFRA and the
unknown impact of PPS, only 149 hospitals had enrolled in the
national swing-bed program by December 1983. In July 1984, the
Deficit Reduction Act of 1984 (DEFRA) was passed (P.L. 98-369).
This law provided a somewhat more favorable climate for hospitals
to provide long-term care in that it reinstated a new version of
the dual reimbursement limits for hospital-based and free-standing
SNF care under Medicare that had been eliminated under TEFRA. DEFRA
also favored at least some rural hospitals in that it raised the
case mix index for sole community providers. It was at about this
time that the present strong interest in swing beds began,
stimulating a growth spurt in participation.

Of the approximately 2,236 hospitals eligible to participate
in the swing-bed program in rural communities, 899 were certified
for swing-bed care in the summer of 1986. By the summer of 1987,
1,056 hospitals were certified to provide swing-bed care. We
estimate that between 1,100 and 1,200 hospitals are presently
participating in the swing-bed program in 42 States. The only
regions of the country in which there are relatively few swing-bed
hospitals are Federal Regions I and II, i.e., the Boston and
New York Federal regions. Several States in these regions have no
eligible swing-bed hospitals.

As the swing-bed program grew during the mid-1980s, concerns
increased regarding the potential abuse of swing beds to maximize
Medicare revenues by receiving a fixed DRG payment for an
inappropriately abbreviated acute care stay, resulting in transfer
to a swing bed where reimbursement is on a per diem basis. As a
result, in late 1985, FIs and existing PROs began a more intense
scrutiny of swing-bed claims and care for Medicare patients.
Further, during the period from 1986 onward, FIs also reviewed SNF
and home health care with what some providers considered to be
increased stringency. For example, during this period
administrative improvements, including consolidation of claims
processing through regional intermediaries and the use of uniform
claims reporting forms, increased the consistent application of
Medicare rules regarding payment for home health services. As a
result, denials of payment for home health services rose. There
was a concern that long-term care providers (e.g., swing-bed
hospitals, SNFs, and HHAs) might potentially induce an abuse of
PPS. This abuse can occur by virtue of such providers serving as
an admission source for premature discharge from acute care, and/or
providing inadequate subacute care to patients with more intense
medical needs than such providers were accustomed to treating prior
to PPS.
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On the other hand, the original evaluation of the program
showed that the availability of swing beds filled a significant gap
in the post-acute care continuum in many rural communities.
Evidence showed that the swing-bed program satisfied a genuine
community need, especially for the frail elderly in need of
subacute long-term care. Nonetheless, as PRO and FI review
increased in several States, PROs and FIs began to recommend
denials of payment for Medicare claims for swing-bed patients.
Providers in several States, out of both an apparent unfamiliarity
with the denial process for SNF patients and potentially out of a
concern that the denial process was unevenly or inconsistently
applied, protested to review agencies. State hospital associations,
the American Hospital Association, and to Congress. In concert
with the expanding and still-evolving role of PROs as well as an
increased focus on rural
health care. Congress requested that the Department of Health and
Human Services (DHHS) investigate the issue of PRO denials of
swing-bed care.

D. ORGANIZATION OF REPORT

The next chapter presents a brief overview of PRO and FI
review procedures related to swing-bed care. That discussion also
touches on reviews of SNF and HHA care. It further presents the
findings from secondary data and interviews and selected findings
from the overall swing-bed program evaluation. Chapter III
contains the recommendations.
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CHAPTER II

PROGRAM DESCRIPTION AND FINDINGS

A. PROGRAM DESCRIPTION

This section summarizes the operation of the PRO program,
particularly with regard to Medicare swing-bed review activities.
FI review functions with respect to Medicare swing-bed, SNF, and
HHA care also are described for comparison.

1. Original PRO Review Objectives

PROS were established by the Peer Review Improvement Act of
1982 (under the TEFRA, as noted in Chapter I) to replace the
existing Professional Standards Review Organization program. The
Social Security Amendments of 1983 (P.L. 98-21) established PPS for
Medicare and specified that PROs were to review the following for
participating hospitals:

a. The validity of diagnostic and procedural information
supplied by the provider;

b. The completeness, adequacy, and quality of care provided;
c. The appropriateness of admissions and discharges; and
d. The appropriateness of care provided or proposed to be

provided for which payment is sought on an "outlier" basis
under PPS.

In addition, the amendments added section 1886 of the Social
Security Act to specify that HCFA could deny payment or require a
hospital to take corrective action if a PRO provides documentation
that a hospital has circumvented PPS through unnecessary admissions
or other practices ( Federal Register . 1985)

.

Originally, the primary focus of PROs was on objectives that
were aimed at reducing unnecessary hospital admissions, assuring
the provision of critical medical services, reducing procedure
related risk of mortality, reducing unnecessary invasive
procedures, and reducing avoidable postoperative complications.
These responsibilities were included in the first scope of work for
PROS, which covered the 1984-86 period (Prospective Payment
Assessment Commission, 1986)

.

2. The Second and Third PRO Work Scopes

The second PRO scope of work was issued by HCFA in
January 1986 and covered the 1986-88 period. Because of a
perceived lack of emphasis on quality of care issues (particularly
with regard to premature discharges under PPS) , the second scope of
work increased PRO responsibilities in quality of care screening,
focusing on the reduction of adverse outcomes, including premature
discharges (Prospective Payment Assessment Commission, 1986)

.
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Under the second scope of work, PROs review 50 percent of
(Medicare) transfers from a PPS hospital to a swing-bed unit
(within the same hospital) . PROs also review 15 percent of direct
admissions to swing-bed care. For reporting purposes, until
October 1987, the transfer sample (described in Chapter I) included
transfers to swing-bed units from both the same hospital and other
hospitals. Thereafter, the transfer sample was to include only
transfers from the same hospital, while transfers from other
hospitals were to be included in the direct admission category.
This category also includes admissions from providers other than
hospitals and also from home. Until implementation of the Medicare
Catastrophic Coverage Act discussed below, Medicare required a
minimum 3-day prior hospitalization stay before a beneficiary could
qualify for SNF-level care, including swing-bed care. However,
because the prior hospitalization could occur within 30 days of the
swing-bed (or SNF) admission, a Medicare beneficiary could be
admitted from home to swing-bed care and still have had the
necessary prior hospitalization.

The third scope of work is being phased in by PROs between
October 1988 and April 1989 through new contracts or through
extensions and modifications of existing contracts. Under the
third scope of work, the sample for transfers to swing-bed reviews
will be reduced from 50 percent to 25 percent. The 15 percent
direct admission sample will remain unchanged ( Federal Register .

1988) .

3. FI Review of SNF (including Swing-Bed) and HHA Services

FIs review Medicare SNF and HHA claims. The FI review of
swing-bed claims focuses on administrative issues (such as
eligibility for the benefit) rather than the care-related review by
PROS. FI reviews of SNF claims are intended to ensure that the
skilled level of care is necessary and appropriate and that
beneficiaries are not prematurely discharged from acute care. The
reviews of HHA claims are designed to promote consistent coverage
decisions and minimize payment for noncovered services. Nationwide,
about half the SNF and HHA bills are reviewed by FIs, with reviews
typically conducted on a retrospective basis. (For further
details, see US GAO, 1988.)

Past difficulties with denials of swing-bed, SNF, and HHA care
were often attributed by interview respondents of this study to a
lack of clarity in the guidelines used by the review agencies in
making level of care determinations. New SNF coverage guidelines
to be used by PROs and FIs were issued by HCFA in 1988, effective
April 1, 1988. As discussed further below, the new guidelines
appear to have improved the review process for swing-bed and other
SNF care from the perspective of both review agencies and
providers. (Separate guidelines exist for HHA determinations, but
major revisions have not been made for these guidelines. Since the
HHA guidelines are not directly relevant to swing-bed care, they
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are not discussed further in this report. However, certain
circumstances surrounding the denial process for home health care
are mentioned.)

4. An Illustration of the PRO Swing-Bed Review Process

The following procedures typify the PRO swing-bed review
process. PRO reviews of swing-bed care are selected from the
universe of transfers from hospitals to swing-bed care. Typically,
the FI provides listings of Medicare swing-bed paid claims to the
PRO. As noted above, the swing-bed transfer sample now includes
only transfers to swing-bed care within the same hospital, while
the direct admissions sample covers other types of admissions,
including transfers from other hospitals. This information is
usually provided to the PRO by the FI 6 to 8 weeks after the
discharge.

Specified random samples are then selected by the PRO: 50
percent of transfers at the time of the study (later reduced to 25
percent) and 15 percent of the direct admissions. The PRO then
notifies the hospital of the impending review. The reviews are
typically conducted either onsite at the hospital or at the PRO
office with records mailed from the hospital. The hospital has 30
days to provide the relevant records.

The swing-bed admission is reviewed for medical necessity,
appropriateness of setting, and quality of care. That is, the
beneficiary's medical condition must be stable when transferred,
and the beneficiary must qualify for the Medicare skilled level of
care. Inappropriate admissions to swing-bed care can occur if the
patient was either (as judged by the PRO) still at the acute level
(and should have remained in acute care) or required a lower level
of care than skilled. The length of stay and necessity of continued
care are also reviewed for the swing-bed episode. Thus, swing-bed
denials include denials of the entire admission as well as partial
denials of portions of the swing-bed stay.

For "in-house" transfers, both the prior hospitalization and
the appropriateness of the swing-bed admission have to be
reviewed. If the PRO judges that the admission to swing-bed care
was premature, it can be denied under section 1886 (involving
hospitals circumventing PPS through unnecessary admissions,
readmissions , or other inappropriate procedures).

A few PROS developed prior authorization of swing-bed care as
a quality of care objective under the first or second scopes of
work. These included, but were not necessarily restricted to, the
PROS in Colorado, Iowa, Pennsylvania, and North Dakota.
Respondents interviewed for this study indicated that such programs
were successful in reducing premature discharges from hospitals and
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also helped hospitals understand the criteria governing the
Medicare skilled level of care. Having accomplished the objective
of acquainting providers with these criteria, most such PROs have
discontinued these programs and are no longer conducting prior
authorization for swing-bed care.

B. FINDINGS

1. Swing-Bed Denial Rates Resulting from PRO Review

Data available to date on PRO reviews involving swing-bed care
are fairly limited. The main available HCFA data source used for
this analysis was the Peer Review Organization Data Summary (Health
Standards and Quality Bureau, 1988) . This data summary provides
information on the review activities by PROs for the "transfer to
swing-bed" sample (i.e., the sample of 50 percent of transfers to
swing-bed care from hospitals as described earlier) . Swing-bed
reviews and denials pertaining to the 15 percent sample of direct
admissions are not separately identified in the data summary.

The data summary provides cumulative data since the beginning
of PRO reviews under the second scope of work. (PROs were, for the
most part, phased in under this scope of work during July-December
1986.) Table II. 1 contains statistics from this data summary. Data
items presented are counts for the universe of swing-bed cases, the
percents of cases selected for review, the subsequent numbers of
reviews, and denial rates. For each case selected for PRO review,
two stays or episodes are typically reviewed: the transfer to
swing-bed care and the prior hospitalization. The data on reviews
and denials presented in the HCFA summary report are thus the
combined data for both the hospitalizations and the transfers to
swing-bed care. However, during this reporting period, some PROs
reported the hospitalization denials in other reporting categories
and not in the transfer to swing-bed category. Further, some PROs
only review the hospital stay if premature discharge from acute
care is considered a possibility.

Table II. 1 summarizes swing-bed review and denial activity by
HCFA region. The percentages of denials reported in the table
include partial as well as total denials and are based on the
number of reviews rather than the number of selected cases. This
is consistent with the approach followed in the HCFA data summary.
As noted above, two reviews are usually carried out for each
selected case. The table indicates that between 1986 and March
1988, 35,302 cases were referred to PROs by FIs as transfers to
swing-bed care for possible review. From these, 54.51 percent were
selected for review by the PROs, in accord with and slightly above
the 50 percent sample requirement. Since two reviews were
conducted for most of the selected cases, the total number of
reviews was 33,014.

The denial data are divided into two categories: denials due
to circumventing PPS (termed "1886 denials" in the HCFA reports)

II-4





TABLE II. 1: CXmiLaative FRD DenisLL Rates for the
"Transfer To Swing-Bed Sanple" throu^ March 1988.^

Cases SvdncT-Bed Related
Denieil Rates ^

HCEA
Reaion Universe

Percent
Selected

-111Number

°^
h

Reviews'^

PPS
Circum-
vention
Denieds

All
Other
Denieds

Total
Denisd-s

I Boston 238 50.00% 176 0.00% 0.00% 0.00%

II New York 0.00 0.00 0.00

III Philadelphia 106 50.00 14 0.00 0.00 0.00

IV Atlanta 6105 65.98 6733 .50 2.76 3.26

V Chicago 4896 59.66 4671 3.55 1.78 5.33

VI Dallas 4680 51.79 3246 2.22 3.82 6.04

VII Kansas City 15483 49.77 15145 1.84 3.66 5.50

VIII Denver 3071 53.04 2506 .44 4.35 4.79

IX San Francisco 480 51.25 386 0.00 4.40 4.40

X Seattle 243 48.15 137 0.00 1.46 1.46

TOTAL 35302 54.51 33014 1.70 3.26 4.96

a Prior to October 1987, this sairple included both transfers within the same
hospital and transfers fran other ho^itals. Since October 1987, cnly
transfers within the sane ho^itcil cire to be included.

b The nuinber of reviews is substantially greater than the nunter of cases
selected because FPOs t^ically review both the swing-bed and the ho^ital
stays for each case.

c As noted in the text, the denial rates are calculated as percents of the
nuinber of reviews. Denied rates can £dso be csdculated eis a portion of
swing-bed cases (independently of whether the denial pertains to the acute
or swing-bed portion of the stay) by calculating denials by applying the
rate to the number of reviews column, and dividing this by the product of
the universe and percent-selected columns.

Source: Calculated from Table C.6, Peer Review Organization Data Sunmary,
March 1988, Office of Medical Review, Health Standards and Quedity
Bureau, Heedth Ccire Financing Administration.
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and denials for other reasons (such as inappropriate level of care,
etc. ) • The two denial rates are combined to form the total denial
category. As noted earlier, denials of both swing-bed and hospital
stays are included in the denials, and partial denials are also
included. The denial rates thus present an overall description of
PRO swing-bed review and denial activity, but do not precisely
identify the various specific types of denials.

Nationally, the PPS circumvention denial rate was slightly
greater than 50 percent of the rate attributable to other reasons,
and the total PRO denial rate was slightly less than 5 percent.
The total rates ranged from to 6 percent in the 10 HCFA regions.
The lowest rates were in the three regions with the lowest number
of swing-bed cases — the Boston, Philadelphia, and Seattle regions
(Regions I, III, and X) — and in Region II (New York), which
reported no swing-bed activity. These are areas where few
hospitals are eligible or participating in the swing-bed program
(Shaughnessy , Schlenker, et al., 1987). The remaining six regions
had total denial rates ranging from 3.2 6 percent in the Atlanta
region (Region IV) to 6.04 percent in the Dallas region (Region
VI) . Anecdotally, some of the strongest protests from providers
regarding denial problems occurred in the Dallas region in 1986 and
1987.

A comparison of the cumulative data through November 1987 with
the data through March 1988 indicates that the more recent denial
rates (which should be based primarily on transfers within the same
hospital) are similar to earlier rates. The cumulative national
total denial rate through November 1987 was 4.98 percent compared
to 4.96 percent through March 1988. The rate for only the
November - March period was 4.89 percent, slightly lower than the
prior cumulative rate.

Although the transfer sample now focuses on transfers within
the same hospital, it should still capture the majority of Medicare
swing-bed admissions. Information gathered for the overall
swing-bed evaluation (Shaughnessy, Schlenker, et al . , 1987) found
that nearly three-fourths of all swing-bed patients (even including
intermediate care facility [ICF] and private pay patients) were
admitted from hospitals, and about two-thirds of these were
transferred from the same hospital. Thus, the PRO reviews of
swing-bed transfers from the same hospital cover the major source
of Medicare admissions to swing-bed care.

2. SNF and HHA Denial Rates Resulting from FI Review

Data on FI denials of SNF and HHA claims were also examined
for this report. These data were provided by the Bureau of Program
Operations (BPO) , HCFA. The SNF data include swing-bed claims, but
do not separately identify them. Information was obtained on
denials made by medical review personnel. The denial rates include
partial denials, such as a denial of 1 day out of a 20-day stay.
(To deal with partial denials in the reporting process, BPO has
recently begun computing HHA denial rates as a percentage of
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visits, and SNF denial rate calculations based on days rather than
claims are planned for the future.)

The overall SNF denial rates (as percentages of claims
processed) for the first 6 months of each calendar year between
1986 and 1988 inclusive, were 20.6 percent for 1986, 21.0 percent
for 1987, and 13.3 percent for 1988. For the reasons described
above, these data are not comparable to the swing-bed denial rates,
nor can the swing-bed rates for FIs be separately identified at
this time. Nevertheless, these data suggest that swing-bed denial
rates by PROs may be lower than the SNF denial rates by FIs.
Further, the FX SNF denial rates appear to have decreased over time
(particularly between 1987 and 1988) . This topic is discussed
further below.

HHA denial rates were similar to the PRO swing-bed rates
reported above. For the first 6 months of each year, 1986-88, the
HHA denial rates were 2.7 percent, 4.0 percent, and 2.0 percent,
respectively. These rates also decreased between 1987 and 1988,
although the decrease may be partly due to the change in the
calculation of denial rates noted above, from a base of claims to a
base of visits. In our discussions with providers and FIs, it
became apparent that current FI denial rates based on home health
admissions are still perceived as higher than during the earlier
years of the 1980's. As HCFA has proceeded to "regionalize" FI
review of home health care, it appears that preset denial quotas
have been used by FIs. That is, FIs have seen it as necessary to
meet certain preset or required levels of denials of home health
care claims.

3. Coordination Between PROs and FIs, and Reasons for Denials

In general, the PROs and FIs do not typically review the same
cases. The FIs review SNF and HHA care in terms of eligibility,
coverage, utilization and quality. They review swing-bed claims in
terms of eligibility and coverage. The PROs have limited review
functions associated with SNF and HHA care. Currently, these
functions are basically to review beneficiary complaints regarding
the quality of care (for Medicare services). The PRO review of
swing-bed care encompasses more areas, as discussed above.

It is, of course, possible that the same cases may be reviewed
by both review organizations. For example, a swing-bed case might
be reviewed for coverage by the FI and for appropriateness of
transfer by the PRO. As oted above, both the FIs and the PROs use
the new SNF guidelines in their reviews of SNF care and swing-bed
care, respectively. Joint training programs have taken place in
some areas involving FIs and PROs.

The major reason reported by respondents for denials of both
swing-bed and other SNF care was that the care was judged by review
agencies to be the inappropriate level of care. For the HHAs, in
contrast, the main reason was that treatment was not medically
necessary. Additional data on the level of care denials for
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swing-bed and SNF care indicated that approximately one-third of
the denials were made because the patient was still at the acute
level of care and two-thirds were made because the patient was
determined to be at a lower than skilled level of care. For SNFs,
such denials were all because the patient was at a lower than
skilled level of care. These findings suggest that a major problem
resulting in denials for swing-bed and SNF care has been lack of
clarity on the part of reviewers, or lack of understanding by
providers, of the criteria for the Medicare skilled level of care.
The new SNF guidelines appear to have improved this situation, as
discussed next.

4. The New SNF Guidelines for PROs and FIs

The revised HCFA SNF guidelines (effective April 1988) are
used by PROs and FIs in their reviews of swing-bed and SNF care,
respectively. These guidelines focus on the definitions and
coverage of skilled nursing and rehabilitation services, skilled
observation and assessment, and direct rehabilitation services such
as physical and occupational therapy. FIs reviewing HHAs also
indicated they have found the new SNF guidelines helpful in more
clearly defining skilled monitoring and observation.

The purpose of the guideline revisions was to clarify
ambiguous definitions such as for custodial care and rehabilitation
services. A secondary purpose was to change the approach to the
review of level of care to one that emphasizes coverage rather than
denial of services. For example, the use of screens in medical
review is intended to select cases for further review or, if they
pass the screen, approve the claim. Cases that do not pass the
screen cannot be denied solely on that basis. Denial decisions
must now be based on individual review of all pertinent facts of
the case, including the patient's total condition and needs.

Other changes in the guidelines include numerous examples to
illustrate covered care. There is a clearer emphasis on what is
covered, rather than what should be denied. In addition, those
areas of the guidelines which require individual case judgement and
which may be controversial are highlighted and discussed in more
detail. Specific changes and clarifications in the guidelines are
described further in Appendix B. Illustrative examples of denials
reported by respondents (by both PROs and FIs) are presented in
Appendix C. The cases also illustrate some of the improvements
resulting from the new SNF guidelines.

Some swing-bed hospital respondents interviewed were unaware
of the new SNF guidelines. In some cases, the early distribution
of the guidelines may not have been coordinated between the PROs
and FIs. In those cases, the PROs and FIs were apparently unclear
as to which organization should distribute the guidelines. This
issue is one that can be addressed with the passage of time.
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TABLE II. 2: Respondent Perceptions of Changes in Denials Between 19R'S

and 1988 .

Percentage of Respondents Indicating Denials Had:

Decreased Not Changed Increased

Swing-Bed or SNF
Denials

PRO and FI
Respondents 46% 30% 24%

Swing-Bed and
SNF Respondents 47 32 21

HHA Denials

FI Respondents
HHA Respondents

29
13

46
27

25
60

a The percentages are based on the number of respondents who gave
answers other than "unknown." Each row sums to 100 percent.

5. Trends in Denials

Table II. 2 presents perceptions of the interviewees regarding
changes in denial rates between 1985 and 1988. Denials of
swing-bed, SNF, and HHA care, whether by PROs or FIs, were covered
in the interviews. As the table indicates, nearly half the
responses regarding swing-bed and SNF denials indicated that the
situation had improved (i.e., that denials had decreased). The
pattern of responses is the same for review organizations and
providers. The situation regarding HHA denials was different.
Sixty percent of HHAs felt denial rates had increased, while most
FI respondents (75 percent) indicated denial rates had either
decreased or not changed. Such disagreements between review
agencies and providers are not surprising. However, the lack of
such disagreement for the swing-bed/SNF patterns strengthens the
case for the validity of those responses.

The reasons given for the perceived change in swing-bed and
SNF denials were a better understanding of the definition of
skilled level of care by providers and more consistent application
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by review organizations. The new SNF guidelines were also
mentioned by many respondents as a significant improvement.

6. Swing-Bed Denials as Impediments to Hospital Participation in
the Swing-Bed Program

From the survey responses, it did not appear that PRO denials
were a significant factor in hospital decisions to enroll in the
program. Only a third of the surveyed hospitals that had withdrawn
from the program cited denials as a factor in their decision to
leave the program, and few cited it as a major reason. However,
denials may inhibit the use of the program by hospitals after they
have entered, thus creating access barriers to potential swing-bed
patients. Several swing-bed hospital respondents reported they
avoided referring certain patients to swing-bed care out of a
concern for possible future denials. Thus, even though the denial
situation has improved, past experience with denials may have
resulted in inhibiting the use of the swing-bed program in some
instances.

7. Case Mix and Quality Differences Between Swing-Bed and Other
SNF Patients

The findings of the overall evaluation highlighted differences
between swing-bed patients and other nursing home patients in terms
of their case mix profiles and quality of care received. These
differences appear to be relevant to review activities by PROs.

The case-mix findings identified a more subacute case mix for
swing-bed patients compared to other nursing home patients.
Swing-bed patients were more frequently characterized by subacute
or medically intense problems and conditions such as shortness of
breath, recovery from surgery, intraveneous catheter, hip fracture
within the past 6 months, and ostomies, than is the case for
nursing home patients (Shaughnessy, Schlenker, et al., 1987).

With respect to quality of care, swing-bed hospitals were
found to be more effective than nursing homes in providing subacute
care as well as therapy care and rehabilitation. Nursing homes
were more effective in providing more traditional long-term care
services, such as those associated with dependencies in activities
of daily living and other chronic conditions (Shaughnessy,
Schlenker, Hittle, et al., 1987). These findings suggest that
different types of patients are primarily cared for by swing-bed
hospitals compared to SNFs. Further, the quality of care for each
type of provider relative to the other is higher for those types of
patients the provider most frequently treats. The new SNF
guidelines appear to facilitate appropriate levels of care
determinations in either setting.
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8. Current Swing-Bed Hospital Participation and Participation by
Larger Hospitals

The most recent data available from HCFA indicate that
slightly over 1,000 hospitals are currently participating in the
swing-bed program. Our experience in conducting the national
evaluation suggested that the lag time in regional reporting of
such counts resulted in a 10 percent to 15 percent underestimation
of hospitals participating in the program. We therefore estimate
that between 1,100 and 1,200 hospitals are now certified to provide
swing-bed care nationally. In addition, in the Omnibus Budget
Reconciliation Act of 1987 (P. L. 100-203) , Section 1883(b)(1) of the
Social Security Act was amended to allow hospitals with up to 100
beds (rather than the previous ceiling of 50 beds) to participate
in the swing-bed program. Estimates included in the earlier Report
to Congress indicate that an additional 640 hospitals are eligible
to participate due to this provision, bringing the total number of
eligible hospitals to 2,876 (Shaughnessy , Schlenker, et al.,
1987) . The expected increase in the number of swing-bed hospitals
that will occur upon finalization of the regulations will increase
the volume and therefore the influence of PRO (and FI) review
procedures for swing-bed patients.

9. Potential Effects of the Medicare Catastrophic Coverage Law

The Medicare Catastrophic Coverage Act (P. L. 100-360) contained
three changes to the Medicare Part A SNF benefit (effective
January 1, 1989) that will be relevant to swing-bed care.

a. SNF coverage is increased to 150 days per calendar year
(from 100 days per spell of illness)

.

b. The 3-day prior hospitalization requirement is
eliminated.

c. The SNF coinsurance payment by beneficiaries will apply
only to the first 8 days of SNF care and will be
calculated as 20 percent of the national average per diem
SNF rate, estimated to be $25.50 in 1989. (The current
coinsurance requirement is one-eighth of the hospital
deductible for each day from the 21st to the 100th day,
after which Medicare pays nothing. For 1988, the
coinsurance amount is $67.50 per day.)

The increase to 150 days per calendar year is not likely to
affect swing-bed care because most such care is of relatively short
duration. The average length of stay for Medicare swing-bed
patients was found in the overall evaluation to be 13.7 days
(Shaughnessy, Schlenker, et al., 1987). The new coinsurance
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payment for the first 8 days may be an inhibiting factor for
swing-bed care (and other SNF care) for some patients. However, it
appears this may be more than offset by the removal of the 3-day
prior hospitalization requirement (and payment of the hospital
deductible) so that overall swing-bed utilization may be increased
as a result of the new catastrophic coverage. This further
highlights the importance of PRO and FI review of swing-bed care.
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CHAPTER III

RECOMMENDATIONS

Overall, the information obtained as part of this study
suggests that denials of swing-bed care are not, on average, a
major impediment to hospitals electing to enroll in the swing-bed
program. The understanding of review organization procedures and
criteria on the part of swing-bed hospitals has improved. This
increased awareness, along with the new SNF guidelines, appears to
have reduced the problems with swing-bed denials experienced prior
to 1988. While denials do not appear to have been a major
impediment to hospitals enrolling in the swing-bed program, they
have been a factor in the decision of at least some hospitals to
withdraw from the program, and they may have constrained the use of
the program by hospitals once they were participating. The issuance
of new SNF guidelines appears to have clarified the SNF level of
care criteria and reduced the problems with swing-bed denials
experienced prior to their issuance. HCFA has undertaken efforts
to promote greater consistency in the review of SNF claims. These
efforts have included meetings with PROs and FIs to develop greater
data exchange between them.

In addition to the administrative actions already undertaken
by HCFA to encourage the appropriate use of SNFs and increase the
consistency of the reviews of SNF services by PROs and FIs, HCFA
will undertake special efforts to monitor and evaluate the impact
of the Omnibus Budget Reconciliation Act of 1987 (P.L. 100-203) and
the Medicare Catastrophic Coverage Act of. 1988 (P.L. 100-360).

The Omnibus Budget Reconciliation Act of 1987 expanded the
swing-bed program by extending the swing-bed option to rural
hospitals with fewer than 100 beds. The Medicare Catastrophic
Coverage Act of 1988 dropped the spell of illness concept, expanded
Medicare coverage of SNF services to 150 days in a calendar year,
and dropped the 3-day prior hospitalization requirement.
Beneficiary coinsurance would apply only to the first 8 days of SNF
care.

These provisions could, potentially, make the swing-bed option
more attractive to eligible hospitals and, thereby, increase the
rate of participation in the program. They should also increase
the access of beneficiaries in rural areas to post-acute extended
care services. These provisions, together with the new guidelines,
could be expected to increase the appropriate use of SNF services
in swing-bed hospitals.

HCFA will undertake special monitoring and evaluation of the
rate of enrollment of hospitals eligible to provide swing-bed
services and the denial rates of swing-bed care by the PROs and
FIs. Through the regional offices, HCFA will continue to provide
guidance and clarification to hospitals exploring the swing-bed
option.

At this time, no new swing-bed legislation appears needed.
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APPENDIX A

STUDY PARTICIPANTS

The following pages list the organizations that participated
in the unstructured interviews carried out for this study. The
participating organizations are grouped in the following
categories (and are listed by State location within each
category)

:

I. Review Organizations

a. 30 Peer Review Organizations
b. 32 Fiscal Intermediaries

II . Providers

a. 16 Hospital Associations
b. 43 Swing-Bed Hospitals
c. 21 Swing-Bed Hospitals that have

Dropped Out of the Swing-Bed Program
d. 18 Skilled Nursing Facilities
e. 21 Home Health Agencies
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I. REVIEW ORGANIZATIONS

a. Peer Review Organizations

Alabama Quality Assurance Foundation, Birmingham, Alabama
Arkansas Foundation for Medical Care, Inc., Fort Smith, Arkansas
California Medical Review, Inc., San Francisco, California
Colorado Foundation for Medical Care, Denver, Colorado Georgia
Medical Care Foundation, Atlanta, Georgia
Cresent Counties Foundation for Medical Care, Naperville, Illinois

Indiana Peer Review Organization, Carmel, Indiana
Iowa Foundation for Medical Care, West Des Moines, Iowa
The Kansas Foundation for Medical Care, Inc. , Topeka, Kansas
Louisiana Medical Review Foundation, Baton Rouge, Louisiana
Foundation for Health Care Evaluation, Minneapolis, Minnesota
Mississippi Foundation for Medical Care Inc.

,
Jackson, Mississippi

Montana-Wyoming Foundation for Medical Care, Helena, Montana
Nebraska Foundation for Medical Care, Inc.

,
Lincoln, Nebraska

Nevada Physicians Review Organization, Reno, Nevada
New Hampshire Foundation for Medical Care, Dover, New Hampshire
New Mexico Medical Review Association, Albuquerque, New Mexico
Medical Review of North Carolina, Inc., Raleigh, North Carolina

North Dakota Health Care Review, Minot, North Dakota
Peer Review Systems, Inc., Columbus, Ohio
Oklahoma Foundation for Peer Review, Oklahoma City, Oklahoma
Oregon Medical Professional Review Organization, Portland, Oregon
Keystone Peer Review Organization, Inc. , Lemoyne, Pennsylvania
South Dakota State Medical Association, Sioux Falls, South Dakota

Mid-South Foundation for Medical Care, Memphis, Tennessee
Texas Medical Foundation, Austin, Texas
Medical Society of Virginia Review Org.

, Richmond, Virginia
Professional Review Organization for Washington, Seattle,
Washington

West Virginia Medical Institute, Inc.
,
Charleston, West Virginia

Wisconsin Peer Review Organization, Madison, Wisconsin
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b. Fiscal Intermediaries

Blue Cross & Blue Shield of Alabama, East Birmingham, Alabama
Arkansas Blue Cross & Blue Shield, Little Rock, Arkansas
Blue Cross of California, Van Nuys, California
Blue Cross & Blue Shield of Colorado, Denver, Colorado
Blue Cross & Blue Shield of Georgia, Columbus, Georgia
Health Care Service Corporation, Chicago, Illinois

Associated Insurance Companies, Inc., Indianapolis, Indiana
Blue Cross of Iowa, Des Moines, Iowa
Blue Cross of Western Iowa & South Dakota, Sioux City, Iowa
Blue Cross & Blue Shield of Kansas, Inc., Topeka, Kansas
Blue Cross & Blue Shield of Kentucky, Inc., Louisville, Kentucky
Louisiana Health Service & Indemnity Co., Baton Rouge, Louisiana

Blue Cross & Blue Shield of Minnesota, St. Paul, Minnesota
Blue Cross & Blue Shield of Missouri, St. Louis, Missouri
Blue Cross & Blue Shield of Montana, Inc., Helena, Montana
Blue Cross & Blue Shield of Nebraska, Omaha, Nebraska
New Hampshire-Vermont Health Service, Concord, New Hampshire
New Mexico Blue Cross & Blue Shield, Inc. , Albuquerque,

New Mexico

Blue Cross & Blue Shield of North Carolina, Durham,
North Carolina

Blue Cross & Blue Shield of North Dakota, Fargo, North Dakota
Community Mutual Insurance Company, Cincinnati, Ohio
Group Health Service of Oklahoma, Inc., Tulsa, Oklahoma
Blue Cross & Blue Shield of Oregon, Portland, Oregon
Blue Cross of Greater Philadelphia, Philadelphia, Pennsylvania

Blue Cross of Western Pennsylvania, Pittsburgh, Pennsylvania
Blue Cross & Blue Shield of Tennessee, Chattanooga, Tennessee
Blue Cross & Blue Shield of Texas, Inc., Richardson, Texas
Blue Cross & Blue Shield of Virginia, Richmond, Virginia
Blue Cross of Washington & Alaska, Mountlake Terrace, Washington
Blue Cross & Blue Shield of West Virginia, Inc., Charleston,
West Virginia

Blue Cross/Blue Shield United of Wisconsin, Milwaukee, Wisconsin
Blue Cross & Blue Shield of Wyoming, Cheyenne, Wyoming
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II. PROVIDERS

a. Hospital Associations

Alabama Hospital Association, Montgomery, Alabama
Arkansas Hospital Association, Little Rock, Arkansas
California Hospital Association, Sacramento, California
Colorado Hospital Association, Denver, Colorado
Georgia Hospital Association, Atlanta, Georgia
The Iowa Hospital Association, Inc. , Des Moines, Iowa

Louisiana Hospital Association, Baton Rouge, Louisiana
Montana Hospital Association, Helena, Montana
Minnesota Hospital Association, Minneapolis, Minnesota
Mississippi Hospital Association, Jackson, Mississippi
Missouri Hospital Association, Jefferson City, Missouri
Nebraska Hospital Association, Lincoln, Nebraska

North Carolina Hospital Association, Raleigh, North Carolina
North Dakota Hospital Association, Grand Forks, North Dakota
Ohio Hospital Association, Columbus, Ohio
South Dakota Hospital Association, Sioux Falls, South Dakota
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b. Swing-Bed Hospitals

Enterprise Hospital, Enterprise, Alabama
Corning Community Hospital, Corning, Arkansas
John C. Fremont Hospital, Mariposa, California
Trinity General Hospital, Weaverville, California
High Plains Health Center, Burlington, Colorado
Towns County Hospital, Hiawassee, Georgia

Gooding County Memorial Hospital, Gooding, Idaho
Caribou Memorial Hospital, Soda Springs, Idaho
White Hall Hospital, White Hall, Illinois
Community Memorial Hospital, Postville, Iowa
Hegg Memorial Hospital, Rock Valley, Iowa
Humboldt County Memorial Hospital, Humboldt, Iowa

Citizens Medical Center, Colby, Kansas
Northwest Kansas Regional Med. Center, Goodland, Kansas
Maude Norton Memorial City Hospital, Columbus, Kansas
Acadia-St. Landry Hospital, Church Point, Louisiana
Canby Community Hospital, Canby, Minnesota
Melrose Hospital, Melrose, Minnesota

Mercy Hospital, Moose Lake, Minnesota
Baldwyn Satellite Unit-North, Baldwyn, Mississippi
Tallahatchie General Hospital, Charleston, Mississippi
Cedar County Memorial Hospital, El Dorado Springs, Missouri
Gentry County Memorial Hospital, Albany, Missouri
Teton Medical Center, Choteau, Montana

Crete Municipal Hospital, Crete, Nebraska
Kearney County Community Hospital, Minden, Nebraska
Northern Colfax County Hospital, Raton, New Mexico
Alleghany County Memorial Hospital, Sparta, North Carolina
Union Hospital, Mayville, North Dakota
Pembina County Memorial Hospital, Cavalier, North Dakota

Jefferson County Hospital, Waurika, Oklahoma
Pioneer Memorial Hospital, Viborg, South Dakota
Madison Community Hospital, Madison, South Dakota
Perry Memorial Hospital, Linden, Tennessee
Leis County Hospital, Hohenwald, Tennessee
Heart of Texas Hospital, Brady, Texas

Hi-Plains Hospital, Hail Center, Texas
Linden Municipal Hospital, Linden, Texas
Ferry County Memorial Hospital, Republic, Washington
Burnett General Hospital, Grantsburg, Wisconsin
Memorial Hospital of Boscobel, Boscobel, Wisconsin
Prairie du Chien Memorial Hospital, Prairie du Chien, Wisconsin
Niobrara County Memorial Hospital, Lusk, Wyoming
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c. Swing-Bed Hospitals that have Dropped Out of the Swing-Bed
Program

Delta Medical Center, Brinkley, Arkansas
Corcoran District Hospital, Corcoran, California
Mammoth Hospital, Mammoth Lakes, California
Beardstown Hospital, Beardstown, Illinois
Akron Municipal Hospital, Akron, Iowa
Muscatine General Hospital, Muscatine, Iowa

Bucklin District Hospital, Bucklin, Kansas
Albert M. Keller Memorial Hospital, Fayette, Missouri
Kelling Hospital, Waverly, Missouri
Poplar Bluff Hospital, Poplar Bluff, Missouri
Colfax General Hospital, Springer, New Mexico
Warren County General Hospital, Warrenton, North Carolina

Rollette Community Hospital, Rollette, North Dakota
Love County Health Center, Marietta, Oklahoma
Custer Community Hospital, Custer, South Dakota
Buna Medical Center Hospital, Buna, Texas
Hall-Bennett Memorial Hospital, Big Springs, Texas
Memorial Hospital, Refugio, Texas

Plains Memorial Hospital, Dimmitt, Texas
Frederic Municipal Hospital, Frederic, Wisconsin
North Big Horn Hospital, Lovell, Wyoming
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d. Skilled Nursing Facilities

Hillhaven of Little Rock, Little Rock, Arkansas
Valley Manor, Montrose, Colorado
Magnolia Manor, Americus, Georgia
Bingham County Nursing Home, Blackfoot, Idaho
Hoopeston Community Memorial N.H., Hoopeston, Illinois
Grundy Center Memorial Hosp. N.H., Grundy Center, Iowa

Good Shepherd Geriatric Center, Mason City, Iowa
St. John's of Hays, Hays, Kansas
Holly Hill House, Sulphue, Louisiana
Presbyterian Homes, Arden Hills, Minnesota
Midland Villa, Falls City, Nebraska
Blowing Rock Hosp. N.H. , Blowing Rock, North Carolina

Cabarrus Nursing Center Inc.
,
Concord, North Carolina

Pembina Co. Memorial Nursing Home, Cavalier, North Dakota
Four Seasons Nursing Center of N.W. Oklahoma City, Oklahoma City,

Oklahoma
Valley Grande Manor Inc., Brownsville, Texas
Lafayette Manor, Darlington, Wisconsin
Pioneer Manor, Gillette, Wyoming
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e. Home Health Agencies

Corning Community Hosp. HHA, Corning, Arkansas
Kit Carson Co. Memorial Hosp. HHA, Burlington, Colorado
Memorial Home Health, Adel, Georgia
Highland Park Memorial H.H. , Highland Park, Illinois
Memorial Haven Hosp. Home Care, Carbondale, Illinois
Community Mem. Hosp. HHA, Postville, Iowa

Allamakee Co. PHNS, Waukon, Iowa
CMC Home Health Agency, Colby, Kansas
Community Health Svcs. of Church Point, Church Point, Louisiana
Canby Community Hosp. HHA, Canby, Minnesota
Forrest General Home Care HHA, Hattiesburg, Mississippi
Gentry Co. Mem. Hosp. HHA, Albany, Missouri

Chouteau Co. HHA, Fort Benton, Montana
Good Samaritan Hosp. HHA, Kearney, Nebraska
Warren Co. Home Health Agency, Warrenton, North Carolina
Affiliated Home Care, Grand Forks, North Dakota
St. Joseph Hospital HHA, Mitchell, South Dakota
Johnson Co. Health Dept. , Mountain City, Tennessee

Columbus Community Hosp. HHA, Columbus, Texas
Prairie du Chien Mem. Hosp. HHA, Prairie du Chien, Wisconsin
Crook Co. Public Health Nursing Service, Sundance, Wyoming
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APPENDIX B

NEW SNF GUIDELINES

The following discussion covers specific changes and
clarifications included in the new skilled nursing facility (SNF)
guidelines.

1. Definition of Skilled Care

SNF level of care coverage now involves three factors which
must be met:

a. Skilled nursing or rehabilitation services must be
performed by or under the supervision of professional or
technical personnel.

b. The patient requires these skilled services on a daily
basis.

c. As a practical matter, considering economy and
efficiency, the daily skilled services can be provided
only on an inpatient basis in an SNF.

Skilled nursing and rehabilitation services are defined as:

a. Requiring the skills of qualified, technical or
professional health personnel such as registered nurses,
licensed practical nurses, physical therapists,
occupational therapists, and speech pathologists or
audiologists; and

b. Must be provided directly by or under the general
supervision of these skilled nursing or rehabilitation
personnel to assure the safety of the patient and to
achieve the medically desired result.

It is noted in the guidelines that supervision does not have
to be "over the shoulder" and that coverage decisions should not
be based on whether the supervision was adequate.

A critical judgement area on whether a service is skilled is
when the service is identified in the guidelines as usually
nonskilled, but in a particular case may be defined as skilled.
The patient's medical condition (the presence of complications,
for example) is a valid factor in making this determination.

2. Observation and Assessment

Observation and assessment are considered skilled services
when the likelihood of change in the patient's condition requires
skilled nursing or rehabilitation personnel to identify and
evaluate the patient's need for possible modification of treatment
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or initiation of additional medical procedures, until the
patient's treatment regimen is stabilized.

The guidelines state that stabilization of the treatment
regimen does not mean stabilization of vital signs. Judgement
must be used to determine whether there will be a likely
possibility of a further acute episode. The likelihood of
occurrence is the key factor in a coverage decision, not the
actual occurrence of another acute episode.

3. Direct Skilled Rehabilitation Services to Patients-Physical
Therapy

There is an added detailed discussion of physical therapy,
as a skilled rehabilitation service, that can qualify a patient
for SNF coverage. Because physical therapy services have been
problematic in terms of denials, the new guidelines are outlined
here

.

Judgement is necessary in determining whether the following
criteria have been met for coverage of physical therapy services:

a. The service must be provided with the expectation, based
on the assessment made by the physician of the patient's
restoration potential, that the condition of the patient
will improve materially in a reasonable and generally
predictable period of time, or the services must be
necessary for the establishment of a safe and effective
maintenance program.

b. The services must be considered under accepted standards
of medical practice to be specific and effective
treatment for the patient's condition.

c. The services must be reasonable and necessary for the
treatment of the patient's condition; this includes the
requirement that the amount, frequency, and duration of
the services must be reasonable.

Another consideration in coverage determinations for
physical therapy services is the relation of the efforts needed
against the anticipated results (not actual results) . If the
expected results are insignificant in relation to the effort,
then these services would not be reasonable and necessary.

In addition, certain physical therapy services require
judgement as to whether they are skilled or not. These include:

a. Therapeutic exercises
b. Gait training
c. Range of motion
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d. Maintenance therapy. Maintenance is noted in the
guidelines to be highly controversial because designing
a maintenance program requires skills but carrying it
out is a skilled service only if a special medical
complication exists (and is documented) that requires
skilled performance. Performance or general supervision
of repetitive exercises is nonskilled.

e. Hot packs, infra-red treatments, paraffin baths, and
whirlpool baths.

At the end of the guidelines, discussion is provided on the
controversy surrounding skilled rehabilitation services. The
guidelines sum this up by stating, "If you determine that there is
not a reasonable expectation of improvement in a patient's
condition, you still do not know conclusively that skilled therapy
is not needed. There may be a need for skilled services to
establish a maintenance program. Or a special medical condition
might require skilled services to perform exercises or treatments
that normally are considered nonskilled."
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APPENDIX C

ILLUSTRATIONS OF DENIALS

The following summaries present illustrative swing-bed (SB)
denials by peer review organizations (PROs) and, in some cases,
fiscal intermediaries FIs as described by interview respondents
from (SB) hospitals and PROs. These case studies also illustrate
areas where the new skilled nursing facility (SNF) guidelines have
led to decreased denials. The cases selected tend to reflect
examples of problematic denials, since the study was targeted at
assessing such cases.

1. Cases Reported by SB Hospitals

a. A patient with a recent bowel resection and colostomy was
transferred to a SB. The claim was denied because the patient had
not had a stool. The PRO stated that the patient was still acute
and not appropriate for skilled care.

b. A patient receiving SB care with the diagnosis of congestive
heart failure was denied payment for several days of care. The
physician charted "looking for nursing home" instead of "discharge
planning in progress." The latter would probably have been
covered but the former was not. This case- illustrates a situation
where SB care may no longer have been needed. It also indicates
that the wording in the chart can be critical for coverage.

c. A patient with a diagnosis of pneumonia was transferred from
acute care to a SB. The physician estimated the SB stay to be 5
days. In 2 days the patient had improved, hence the last 3 days
of SB care were denied. It was noted that patients who need a SB
for only 1 to 2 days are usually kept in acute care. Otherwise
they are denied, usually with the explanation that they should
have remained in acute care.

d. An uncontrolled diabetic patient was transferred to a SB by
his physician. The PRO denied the claim stating that the patient
should have been acute until the diabetes was under control. When
the diabetes was under control, the patient would not qualify for
SB care but would qualify for intermediate care facility or
custodial care.

e. A patient in a SB had a decubitus ulcer. Nurses charted for
3 days that the decubitus was the size of a dime. The PRO denied
these 3 days saying decubitus are not "nickels or dimes," and that
they should be charted in centimeters with descriptive charting.
This is an example of charting that is considered to be inadequate
documentation of services, and which leads to a denial.
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f . A patient with a diagnosis of osteomyelitis who had been in
acute care for 2 weeks and required further IV antibiotic therapy
was transferred to a SB. The claim was denied. The PRO indicated
that this antibiotic therapy should have been covered under the
diagnosis related group, and it was not necessary to keep the
patient in SB care. The PRO determined that the patient could
come to the hospital as an outpatient to receive the antibiotic
IV.

g. A patient with a diagnosis of post cerebrovascular accident
(CVA) with resulting neurological deficits was recovering from a
stroke, but still had neurological problems. Although no nursing
home bed was available, the claim was denied because the patient
was judged as no longer needing skilled care.

2. Cases or Observations Reported by PROs

a. Under the former SNF guidelines, a SB patient receiving
physical therapy with documentation indicating the patient was
ambulating 100 feet without assistance would be denied further
coverage. With the new SNF guidelines, coverage would continue if
documentation supported the need for continued physical therapy
and the effectiveness of prior physical therapy.

b. Prior to the new SNF guidelines, a patient with a diagnosis
of massive CVA who had a Foley catheter, Levine tube, and required
passive range of motion exercises, would not be considered skilled
by the FX even though there was rehabilitation potential. The
services were not considered skilled: the catheter was for
incontinence, the Levine tube had been in place for feeding for a
long enough period that it was considered as a maintenance
service, and passive range of motion exercises to prevent
contractures can be administered by unskilled personnel. The PRO
respondent felt that with the new guidelines the patient would be
covered.

c. The PRO was called for preadmission authorization for SB care
for a patient that needed fluid monitoring. Fluid monitoring
could include IVs, catheter, intake and output or frequent lab
work. Preadmission authorization was given, although this did not
guarantee approval of the claim. When the retrospective review
was carried out, the patient was denied because the documentation
did not indicate that SNF care was given. In this case, absence
of documentation of care led to the denial, despite the
preadmission certification.

d. An 87-year old terminal patient with the diagnosis of organic
brain syndrome (OBS) was (appropriately) denied SB care. Her care
was considered maintenance or custodial. The patient died in 3

days. According to the respondent, if the diagnosis had been
cancer the claim probably would have been approved, but with the
OBS diagnosis, denial was made. This case illustrates level of
care and diagnoses issues that are involved in reviews.
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